presidential documents

Title 3—The President
PROCLAMATION 4521

Fire Prevention Week, 1977

By the President of the United States of America

A Proclamation

The United States of America and its people continue to be victims of destructive
fires at a rate unmatched in the industrialized world. For this reason, it is essential
that we all be aware of the potential for tragedy from fire and that we do all within our
power to eradicate the threat of unwanted fire.

The most recent figures available indicate that about 7,500 Americans die, over
300,000 are injured, and more than $4 billion in property is lost annually because of
fire. These fires occur in all areas of America, in homes, factories, offices, schools, night-
clubs, prisons, and homes for elderly, and affect all Americans. Professional fire fighters
bear a disproportionate burden of the human costs of fire; theirs is still one of the most
hazardous professions in America. In addition, thousands of individuals face the
dangers of fire without pay, as volunteer fire fighters.

Through the efforts of the fire services, concerned citizens, the private sector, and
government, Americans are becoming increasingly aware of the problem, and some of
its solutions. ~

NOW, THEREFORE, I, JIMMY CARTER, President of the United States of
America, do hereby designate the week beginning October 9, 1977, as Fire Prevention
Week.

I call upon all Americans to learn basic fire prevention and personal fire safety
practices and to apply these safeguards to reduce the toll of death, burn injuries and
property loss due to fire.

I urge all Federal, State and local agencies concerned with such national problems
as energy conservation, environmental protection, and economic well-being to consider
fully how their programs can help assure that all Americans live and work in an
environment that is as safe as possible from the danger of fire.

I urge the continued cooperation of Government and the private sector in en-
couraging the use of smoke detection and fire suppression systems.

I call upon the members of the Joint Council of National Fire Service Organiza-
tions, the National Fire Protection Association, all other organizations concerned with
fire safety, and the National Fire Prevention and Control Administration to provide
the leadership, planning, and innovation necessary for an effective national fire pre-
vention and control effort.

Finally, let us all recognize the valiant and determined efforts of the fire services,
code enforcement officers, Federal officials, and State and local government officials
in fire prevention and control.

IN WITNESS WHEREOF, I have hereunto set my hand this nineteenth day
of September, in the year of our Lord ninetéen hundred seventy-seven, and of the
Independence of the United States of America the two hundred and second.

oy A

[FR Doc.77-27609 Filed 9-19-77;12:49 pm]
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Title 5—Administrative Personnel
CHAPTER }—CIVIL SERVICE COMMISSION
PART 213—EXCEPTED SERVICE

Labor Department
AGENCY: Civil Service Commission.
ACTION: Final Rule.

SUMMARY: Two positions of Special
Assistant to the Deputy Assistant Sec-
retary for Employment Standards are
excepted under Schedule C because they
are confidential in nature.

EFFECTIVE DATE: September 21, 1977.

FOR FURTHER INFORMATION CON-
TACT:

william Bohling, 202-632-4533.

Accordingly, 5 CFR 213.3315(a) (63) s
added as set out below:

§213.3315 Department of Labor,

() Office of the Secretary, * * *

(63) Two Special Assistants to the
Deputy Assistant Secretary for Employ-
ment Standards.

(5 US.0. 8301, 3302; EO 10577, 8 CFR 1054
1958 Comp., P, 218.)
UnITED STATES CIviL SERV-
1CE COMMISSION,

James C. Sery,
Ezecutive Assistant
to the Commissioners.

[FR Doc.77-27743 Piled 9-20-77;9:15 am|

Title 7—Agriculture
SUBTITLE A—OFFICE OF THE SECRETARY
OF AGRICULTURE
PART 2—DELEGATIONS OF AUTHORITY
BY THE SECRETARY OF AGRICULTURE
AND GENERAL OFFICERS OF THE
DEPARTMENT

Exotic Organisms
AGENCY: Department of Agriculture.
ACTION: Final rule.

SUMMARY: This document delegates
the authority of the Secretary of Agri-
culture contained in Executive Order
11987 to determine that the introduc-
tion of an exotic species of plants and
snimals or the exportation of & native
species of plants or animals will not
have an adyverse effect on natural eco-
systems, and the authority to consult

with the Department of the Interior in
that Department’s development and im-
plementation of procedures to imple-
ment Executive Order 11987, In addition
minor editorial changes are made.

EFFECTIVE DATE: September 21, 1977.

FOR FURTHER INFORMATION CON-
TACT:

Robert Siegler, Deputy Director, Re-
search and Operations Division, Office
of the General Counsel, U.8S. Depart-
ment of Agriculture, 202-447-6035.

SUPPLEMENTARY INFORMATION:
Accordingly, Part 2, Subtitle A, Title 7,
Code of Federal Regulations is amended
as follows:

Subpart C—Delegations of Authority to the
Deputy Secretary, Assistant Secretaries,
the Director of Economics, Policy
Analysis and Budget, and the Director,
m of Congressional and Public

a

Section 2.17 is amended by revising the
introductory language in paragraph (b) ;
by renumbering paragraph (b)(32) as
(b} (31) ; and by adding a new paragraph
(b) (32) to read as follows:

§2.17 Delegations of authority to the
Assistant  Secretary for Marketing
Services.

- - - L -

(b) Related to animal and plant health
inspection. Exercise the functions of the
Secretary of Agriculture under the fol-
lowing authorities:

(32) Executive Order 11987.

Subpart F—Delegations of Authority by
the Assistant Secretary for Marketing

Section 2.51 is amended by deleting the
word “Acts” in the introductory portion
of paragraph (a) and substituting in lieu
thereof the word “authorities”, and by
adding a new paragraph (a) (33) to read
as follows:

§ 2.51 Administrator, Animal and Plant
Health Inspection Service.

(a) Delegations. * * *

(33) Executive Order 11987,

(5 US.C. 301 and Reorganization Plan No. 2
of 1953.)

For Subpart C:
Dated: September 16, 1977,
BoB BERGLAND,
Secretary of Agriculture.

For Subpart F:
Dated: September 186, 1977.

Roserr H. MEYER,
Asgistant Secretary for
Marketing Services.

| FR Doc.77-27T447 Plled §-20-77,8:45 am|

CHAPTER IX—AGRICULTURAL MARKET-
ING SERVICE (MARKETING AGREE-
MENTS AND ORDERS; FRUITS, VEGE-
TABLES, NUTS), DEPARTMENT OF
AGRICULTURE

[Orange Reg. 76, Grapefruit Reg. 78,
Tangerine Reg. 48, Tangelo Reg. 48]

PART 905—O0ORANGES, GRAPEFRUIT, TAN-
GERINES, AND TANGELOS GROWN IN
FLORIDA

Grade and Size Regulations

AGENCY: Agricultural Marketing Serv-
ice, USDA.

ACTION: Final rule,

SUMMARY: These regulations specify
minimum grade and size requirements
for the period September 26, 1977,
through November 13, 1977, applicable to
the handling of Florida oranges, grape-
fruit, tangerines and tangelos. The regu-
lations are necessary to ensure the ship-
ment of fruit of acceptable quality and
sizes in the interest of both growers and
consumers. The action tends to promote
orderly marketing conditions by prevent-
ing the adverse effect on the market
which would be caused by shipment of
lower-quality and smaller-size fruit.
More than ample supplies of the more
acceptable grades and sizes are available
to serve consumers' needs.

EFFECTIVE DATE: September 26, 1977,
through November 13, 1977.

FOR FURTHER INFORMATION CON-
TACT:

Charles R. Brader, Deputy Director,
Fruit and Vegetable Division, AMS,
US. Department of Agriculture,
Washington, D.C. 20250, 202-447-3545.

SBUPPLEMENTARY INFORMATION:
The minimum grade and size require-
m%xlm are summarized in the following
table:
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TAnLE
Domestio reguintions Export regulations
Varisty Minimum dlam- Minimum diam-
Minimum grads eter in Inches Minimum grade etor in nches
(ocount size in 4 (count siza in ?
bushel carton) bushel carton
Barly-Midseason oranges. . .... US. No. Lo ovauaan 25{a (siz0125)... US. No.1..... - 2o (du 163).
Navel OTAnRes. - ..o ooeeeennns U.S.No.1golden......... :do ........... U.8. No. lxoldm_ 5
Tempho OTRIEON. - - o oevnrnvnrnn .8 'No, 2...... vee 284e (Mize325). .. UB. NO. Yeesnorsronne
Murcott honey oranges, . .. Florida No. 1. vee 204 g (size 120). . l‘loddt No. 1. . (um xso;.
Valencis orsnges. .. .c...ooooeen U.B. No. 1...... eee 2940 (xize 125) . S.No. loa.aaas o 163).
grapefruit. ... e A NG I s o 8"1(: {skze 40) .. 8. NO 1 e res o 8‘\: e 48).
Seodless grapefruit. . ... Improved No. 2 - 3o (size 4% . ... Tmproved .\‘o 2.0 eene BMg (sixe 64).
TONgeriNes. ccouercnnncnasasssn (LF- B, ) SN 2410 (size 210) ... U8, No. 1., wenne 231 (sise 246).
T I AT TG U.8, No. 1.... o (xize 125) .. UBINO 1e i oenemnns 2%1a (size 103).

Findings. (1) Pursuant to the market-
ing agreement and Order No. 905, both
as amended (7 CFR Part 905), regulating
the handling of oranges, grapefruit, tan-
gerines, and tangelos grown in Florida,
effective under the applicable provisions
of the Agricultural Marketing Agreement
Act of 1937, as amended (7 US.C. 601~
674), and the recommendations of the
committees established under the mar-
keting agreement and order, and upon
other avallable Information, it is found
that the regulation of shipments of
oranges, including Navel, Temple and
Murcott Honey oranges, Valencia, Lue
Gim Gong, and similar late maturing
oranges of the Valencia type, grapefruit,
tangerines, and tangelos, as hereinafter
provided, will tend to effectuate the de-
clared policy of the act.

(2) The specified minimum grade and
size requirements reflect the Depart-
ment's appraisal of the need for regula-
tion of the designated varieties of
oranges, grapefruit, tangerines, and
tangelos during the period September 26
through November 13, 1977, based on the
available supply and current and pros-
pective market demand conditions.
Available data indicate that during the
1977-78 season fresh market outlets will
take about 18,000 carlots of round or-
anges, 3,000 carlots of Temple oranges,
50 carlots of seeded grapefruit, 34,000
carlots of seedless grapefruit, 3,500 car-
lots of tangelos, 4,000 carlots of tan-
gerines, and 1,850 carlots of murcotts.

The grade and size requirements for
export shipments of oranges, grapefruit,
tangerines and tangelos are necessary to
assure the exportation of good-quality
fruit and thereby sid the expansion of
export markets,

It is concluded that the grade and
size requirements hereinafter set forth
are necessary to provide acceptable qual-
ity fruit in the interest of producers
and consumers pursuant to the declared
policy of the act.

(3) It is further found that {t is im-
practicable and contrary to the public in-
terest to give preliminary notice, engage
in public rulemaking procedure, and
postpone the effective date of these reg-
ulations  until 30 days after publication
in the Feperar Recister (5 USC.
653) because the time intervening be-
tween the date when information became

available upon which these regulations
are based and the time when these reg-
ulations must become effective in order
to effectuate the declared policy of the
act is insufficient. A reasonable time is

permitted, under the circumstances, for
preparation for such effective time; and
good cause exists for making the pro-
vislons effective as hereinafter set forth,
Shipments of oranges, grapefruit, tan-
gerines, and tangelos, grown in the pro-
duction area, are presently subject to
regulation by grades and sizes, under
the marketing agreement and order; the
recommendation and supporting infor-
mation for regulation was promptly sub-
mitted to the Department after an open
meeting of the Growers Adminjstrative
Committee on September 8, 1877; the
meeting was held to consider recom-
mendations for regulation, after giving
due notice of the meeting, and interested
persons were afforded an opportunity to
submit their views at this meeting. The
provisions of these regulations are iden-
tical with the recommendations of the
committee, and information concerning
the provisions and effective time has
been provided to handlers of such fruits.
It is necessary to make these regulations
effective on September 26, 1977, in order
to :ﬂeczuw the declared policy of the
ac

In consideration of the foregoing find-
ings, the Department hereby establishes
requirements for the handling of Flor-
ida oranges, grapefruit, tangerines, and
:alx;selos (7T CFR 905.565—905.568) as

ollows:

§ 905.565 Orange Regulation 76.

Order, () During the period Septem-
ber 26, 1977, through November 13, 1977,
no handler shall ship between the pro-
duction area and any point outside there-
of In the continental United States,
Canada, or Mexico:

(1) Any oranges, except Navel oranges,
Temple oranges, Murcott Honey oranges,
and Valencia, Lue Gim Gong, and simi-
lar late maturing oranges of the Valen-
ciat type, grown in the production area,
which do not grade at least US. No. 1;

(2) Any oranges, except Navel oranges,
Temple oranges, Murcott Honey oranges,
and Valencla, Lue Gim Gong and similar
late maturing oranges of the Valencia
type, grown in the production area
which are of a size smaller than 2%,
inches in diameter, except that a toler-
ance for such oranges smaller than such
minimum diameter shall be permitted as
specified in § 51.1152 of the United States
Standards for Grades of Florida Oranges
and Tangelos: Provided, That such tol-
erance for such oranges shall be based
only on those oranges in a lot which are
of a size 24y Inches in dlameter or
smaller;

(3) Any Navel oranges, grown in the
production area, which do not grade at
least U.S. No. 1 Golden;

(4) Any Navel oranges, grown in the
production area, which are of & size
smaller than 2%, inches in diameter, ex-
cept that a tolerance for Navel oranges
smaller than such minimum diameter
shall be permitted as specified in
$ 51,1152 of the United States Stand-
ards for Grades of Florida Oranges and
Tangelos;

(5) Any Temple oranges, grown in the
production area, which do not grade at
least US. No. 1;

(6) Any Temple oranges, grown in the
production area, which are of a size
smaller than 2%, inches in diameter, ex-
cept that a tolerance for Temple oranges
smaller than such minimum diameter
shall be permitted as specified 1,
§561.1152 of the United States Stand.
ards for Grades of Florida Oranges and
Tangelos;

(7) Any Murcott Honey oranges,
grown in the production area, which do
not grade at least Florida No. 1 grade for
murcotts;

(8) Any Murcott Honey oranges, grown
in the production area, which are of a
size smaller than 24, inches in diam-
eter, except that & tolerance for Murcott
Honey oranges smaller than such min!-
mum diameter shall be permitted s
specified in § 51,1818 of the United States
Standards for Grades of Florida
Tangerines;

(9) Any Valencia, Lune Gim Gong, and *
similar later maturing oranges of the
Valencia type, grown in the production
area, which do not grade at least US,
No. 1; and

(10) Any Valencia, Lue Gim Gong, and
similar late maturing oranges of the Va-
lencia type, grown in the production
area, which are of a size smaller than
2% inches in diameter, except that a
tolerance for such oranges smaller than
such minimum diameter shall be per-
mitted as specified in §51.1152 of the
United States Standards for Grades of
Florida Oranges and Tangelos: Providzd,
That such tolerance for such oranges
shall be based only on those oranges in
a lot which are 2144 inches in diameter
or smaller.

(b) During the period September 26,
19717, through November 13, 1877, no
handler shall ship to any destination
outside the continental United States
other than to Canada or Mexico:

(1) Any oranges, except Navel oranges,
Temple oranges, Murcott Honey oranges,
and Valencia, Lue Gim Gong and similar
late maturing oranges of the Valencia
type, grown in the production ares,
which do not grade at least U.S. No. 1.

(2) Any oranges, except Nnul
oranges, Temple oranges, Murcotll
Honey oranges, and Valencia, Lue Gim
Gong and similar late maturing oranges
of the Valencia type, grown in the pro-
duction area, which are of & size smaller
than 2%; inches in diameter, except
that a tolerance for such oranges smaller
than such minimum diameter shall be
permitted as specified in § 51.1152 of the
United States Standards for Grades of
Fiorida Oranges and Tangelos;
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(3) Any Navel oranges, grown in the
production area, which do not grade at
least U.S. No. 1 Golden;

(4) Any Navel oranges, grown in the
production ares, which are of a size
smaller than 2%; inches in diameter,
except that a tolerance for Navel oranges
smaller than such minimum diameter
shall be permitted as specified in
§ 51.1152 of the United States Standards
for Grades of Florida Oranges and

08

(5) Any Temple oranges, grown in the
production area, which do not grade at
least U.S. No. 1;

(6) Any Temple oranges, grown in the
production area, which are of a size
smaller than 2% inches in diameter,
except that a tolerance for Temple
coranges smaller than such minimum
diameter shall be permitted as specified
in §51.1152 of the United States Stand-
ards for Grades of Florida Oranges and
Tangelos;

(7) Any Murcott Honey oranges,
grown in the production area, which do
not grade at least Florida No. 1 grade
for murcotts;

(8) Any Murcott Honey oranges,
grown in the production area, which are
of a size smaller than 2% inches in
diameter, except that a tolerance for
Murcott Honey oranges smaller than
such minimum diameter shall be per-
mitted as specified In § 51.1818 of the
United States Standards for Grades of
Florida Tangerines;

(89) Any Valencia, Lue Gim Gong, and
similar late maturing oranges of the
Valencia type, grown in the production
ares, ;vhlch do not grade at least U.8. No.
1; an

(10) Any Valencia, Lue Gim Gong, and
similar late maturing oranges of the
Valencia type, grown in the production
area, which are of a size smaller than
244 Inches in diameter, except that a
tolerance for such oranges smaller than
such minimum diameter shall be per-
mitted as specified in §51.1152 of the
United States Standards for Grades of
Florida Oranges and Tangelos.

() Terms used in the marketing
agreement and order shall, when used
herein, have the same meaning as is
given to the respective term in the
marketing agreement and order; Florida
No. 1 grade for murcotts shall have the
same meaning as provided in Rule No.
20-35.03 of the Regulations of the Flor-
ida Department of Citrus, and all other
terms relating to grade and diameter,
88 used herein, shall have the same
meaning as is given to the terms in the
revised United States Standards for
Grades of Florida Oranges and Tangelos
(7 CFR 51.1140-51.1180) or the revised
United States Standards for Florida
Tangerines (7 CFR 51.1810-51.1835) .

§905.566 Grapefruit Regulation 78.

Order. (a) During the period Septem-
ber 26, 1877, through November 13, 1977,
no handler shall ship between the pro-
duction area and any point outside
thereof in the continental United States.
Canads, or Mexico:

RULES AND REGULATIONS

(1) Any seeded grapefruit, grown in
the production area, which do not grade
atleast U.S.No.1;

(2) Any seeded grapefruit, grown in
the production area, which are of a size
smaller than 3%, inches in diameter,
except that a tolerance for seeded grape-
fruit smaller than such minimum diam-
eter shall be pérmitted as specified in
§ 51.761 of the United States Standards
for Grades of Florida Grapefruit;

(3) Any seedless grapefruit, grown in
the production area, which do not grade
at least Improved No. 2; or

(4) Any seediess grapefruit, grown in
the production area, which are of a size
smaller than 3%q inches in diameter,
except that a tolerance for seedless
grapefruit smaller than such minimum
diameter shall be permitted as specified
in §51.761 of the United States Stand-
ards for Grades of Florida Grapefruit.

(b) During the period September 26,
1977, through November 13, 1977, no
handler shall ship to any destination
outside the continental United States
other than to Canada or Mexico:

(1) Any seeded grapefruit, grown in

the production area, which do not grade
atleast U.S.No. 1;
+ (2) Any seeded grapefruit, grown in
the production area, which are of a size
smaller than 3%; Inches in diameter,
except that a tolerance for seeded grape-
fruit smaller than such minimum diam-
eter shall be permitted as specified in
§ 51,761 of the United States Standards
for Gradés of Florida Grapefruit:

(3) Any seedless grapefruit, grown in
the production area, which do not grade
at least Improved No. 2; or

(4) Any seedless grapefruit, grown in
the production area, which are of a size
smaller than 3%, inches in diameter,
except that a tolerance for seedless
grapefruit smaller than such minimum
diameter shall be permitted as specified
in §51.761 of the United States Stand-
ards for Grades of Florida Grapefruit.

(¢) Terms used in the marketing
agreement and order, including Improved
No. 2 grade, shall, when used herein, have
the same meaning as is given to the
terms in the marketing agreement and
order; and terms relating to grade, ex-
cept Improved No. 2 grade, and diameter,
as used herein, shall have the same
meaning as is given to the terms in the
United States Standards for Grades of
g‘lo;iac‘!)a Grapefruit (7 CFR 51.750-

§ 905.567 Tangerine Regulation 49.

Order. (a) During the period Septem-
ber 26, 1977, through November 13, 1977,
no handler shall ship between the pro-
duction area and any point outside
thereof in the continental United States,
Canada, or Mexico:

(1) Any tangerines, grown in the pro-
duction area, which do not grade at least
US. No. 1; or

(2) Any tangerines, grown in the pro-
duction area, which are of a size smaller
than 2 4, inches in diameter, except that
a tolerance for tangerines smaller than
such minimum diameter shall be permit-

) 47549

ted as specified in § 51.1818 of the United
States Standards for Grades of Florida
Tangerines.

(b) During the period September 26,
1977, through November 13, 1977, no
handler shall ship to any destination
outside the continental United States
other than to Canada or Mexico:

(1) Any tangerines, grown in the pro-
duction area, which do not grade at least
U.S. No. 1, or

(2) Any tangerines, grown in the pro-
duction area, which are of a size smaller
than 2%, inches in diameter, except that
& tolerance for tangerines smaller than
such minimum diameter shall be permit-
ted as specified in § 51.1818 of the United
States Standards for Grades of Florida
Tangerines.

(¢) Terms used in the marketing
agreement and order shall, when used
herein, have the same meaning as is
given to the terms in the marketing
agreement and order; and terms relating
to grade and diameter, as used herein,
shall have the same meaning as Is given
to the terms in the revised United States
Standards for Grades of Florida Tanger-
ines (7 CFR 51.1810-51.1835).

£905.568 Tangelo Regulation 49.

Order. (a) During the period Septem-
ber 26, 1977, through November 13, 1977,
no handler shall ship between the pro-
duction area and any point outside
thereof in the continental United States,
Canada, or Mexico:

(1) Any tangelos, grown in the pro-
duction area, which do not grade at least
US. No. 1; or

(2) Any tangelos, grown in the pro-
duction area, which are of a size smaller
than 2%, Inches in diameter, except that
a tolerance for tangelos smaller than
such minimum diameter shall be permit-
ted as specified in § 51.1152 of the United
States Standards for Grades of Florida
Oranges and Tangelos.

(b) During the period September 26,
1977, through November 13, 1977, no
handler shall ship to any destination
outside the continental United States
other than to Canada or Mexico:

(1) Any tangelos, grown in the pro-
duction area, which do not grade at least
US. No. 1; or

(2) Any tangelos, grown in the pro-
duction area, which are of a size smaller
than 2%, inches in diameter, except that
a tolerance for tangelos smaller than
such minimum diameter shall be per-
mitted as specified in §51.1152 of the
United States Standards for Grades of
Florida Oranges and Tangelos.

(¢) Terms used in the marketing
agreement and order shall, when used
herein, have the same meaning as is
given to the terms in the marketing
agreement and order; and terms relating
to grade and diameter, as used herein,
shall have the same meaning as is given
to the terms in the revised United States
Standards for Grades of Florida Oranges
and Tangelos (7T CFR 51.1140-51.1180).
(Secs. 1-19, 48 Stat. 31, as amended; 7 U.S.0.
601-674.)
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Dated: September 16, 1877, to become
effective September 26, 1077.

CuarLES R. BRADER,

Deputy Director, Fruit and Veg-
etable Division, Agricultural
Marketing Service,

[FPR Doc.77-27491 Flled 8-20-77,8:45 am|)

PART 932—OLIVES GROWN IN
CALIFORNIA

Expenses, Rate of Assessment, and
Carryover of Unexpended Funds

AGENCY: Agricultural Marketing Serv-
ice, USDA.

ACTION: Final rule.

SUMMARY: This regulation authorizes
expenses of $675,000, fixes a rate of as-
sessment of $1200 per ton of olives
handled for the functioning of the Ollive
Administrative Committee for the 1977~
78 fiscal year, and approves carrying
over unexpended assessment funds from
the previous fiscal year as a reserve. The
commitiee is established under a Federal
marketing order program reguumng
olives grown in California. This

tion enables the committee to couect
assessments from handlers on all assess-
able olives handled and to use the re-
sulting funds for its expenses.

DATES: Effective for the period Septem-
ber 1, 1977, through August 31, 1978,
FOR FURTHER INFORMATION CON-
TACT:

Charles R. Brader, Deputy Director,
Fruit and Vegetable Division, Agricul-

tural Marketing Service, U.S. Depart-
ment of Agriculture, Washington, D.C.
20250, telephone 202-447-3545.

SUPPLEMENTARY INFORMATION:
On_August 30, 1977, notice of proposed
rulemaking was published in the Fep-
ERAL REGISTER (42 FR 43640) regarding
proposed expenses, rate of assessment,
and carryover of unexpended funds,
under marketing order No. 932 (7 CFR
Part 932) regulating olives grown in
California, This notice allowed inter-
ested persons to submit written com-
ments pertaining to the proposal until
September 14, 1977. None were sub-
mitted. This regulatory program is effec~
tive under the Agricultural Marketing
Agreement Act of 19837, as amended
(7T U.B8.C. 601-674).

After consideration of all relevant
matter presented, including the proposal
set forth in the notice, which was sub-
mitted by the Olive Administrative Com-
mittee (established under the marketing
order), it is found and determined that:

§932.212 Expenses, rate of assessment,
and carryover of unexpended funds.

(a) Expenses. Expenses that are rea-
sonable and likely to be incurred by the
Olive Administrative Committee during
the period September 1, 1977, through
August 31, 1978, will amount to $675,000.

(b) Rate of Assessment, The rate of
assessment for that period, payable by
each first handler in accordance with

RULES AND REGULATIONS

gﬁaz.so. is fixed at $12.00 per ton of

Ves.

(¢) Reserve., Unexpended assessment
funds in excess of expenses incurred
during the fiscal year ending August 31,
1977, shall be carried over as a reserve
in accordance with the spplicable pro-
visions of § 932.40,

It is further found that good cause
exists for not postponing the effective
date of this action until 30 days after
publication in the FepEraL REGISTER (5
US.LC. 553) in that: (1) The relevant
provisions of the marketing order re-
quire that the rate of assessment fixed
for a particular fiscal year shall be appli-
cable to all assessable olives from the
beginning of that year; and (2) the cur-
rent fiscal year began on September 1,
1977, and the rate of assessment herein
fixed will automatically apply to all
assessable olives beginning with that
date.

(Secs. 1-10, 48 Stat. 31, as amended, 7 US.C.
601-674,)

Dated: September 16, 1977.

CHARLES R. BRADER,
Deputy Director, Fruit and Veg-
etable Division, Agricultural
Marketing Service.

[FR Doc.T7-27394 Filed 8-20-77:8:45 am]

{Grapefrult Reg. 18]

PART 944—FRUITS; IMPORT
REGULATIONS

Grapefruit; Grade and Size Requirements

AGENCY: Agricultural Marketing Serv-
ice, USDA.

ACTION: Final rule.

SUMMARY: This regulation prescribes
minimum grade and size requirements
for imported grapefruit as follows: Im-
ported seeded grapefruit—U.S. No. 1 and
8131y inches in diameter; and import-
ed seedless grapefruit—Improved No, 2
and 3%, inches in diameter. These re-
quirements are the same as those for
grapefruit produced in Florida and reg-
ulated under Marketing Order No. 905.
;rne regulation is required by Federal
LW,

EFFECTIVE DATE: September 26,
through November 13, 1977.

FOR FURTHER INFORMATION CON-
TACT:

Charles R. Brader, Deputy Director,
Fruit and Vegelable Division, AMS,
U.8. Department of Agriculture, Wash-~
;nsitéon. D.C. 20250; telephone 202-447-

SUPPLEMENTARY INFORMATION:
This regulation is consistent with Sec-
tion 8e of the Agricultural Marketing
Agreement Act of 1937, as amended (7
US.C. 601-674). This section requires
that whenever specified commodities, in-
cluding grapefruit, are regulated under
a federal marketing order, imports of
that commodity must meet the same or
comparable grade, size, quality, or ma-
turity requirements as those in effect for

the domestically produced commodity.
This regulation establishes the same
grade and size requirements on imported
seeded and seedless grapefruit as are ef-
fective under Marketing Order No. 905,
as amended (7 CFR Part 905), regulating
the handling of oranges, grapefruit, tan-
gerines, and tangelos grown in Florida,

It is found that it is impracticable, un-
necessary, and contrary to the public in-
terest to give preliminary notice, engage
in public rulemaking procedure, and
postpone the effective t.tme of this regu-
lation beyond that herein specified (5
U.S.C. 553) in that (a) the requirements
of this import regulation are imposed
pursuant to section 8e of the Agricultural
Marketing Agreement Act of 1937, as
amended (7 USC. 601-674), which
makes such regulation mandatory; (b)
this regulation fixes the same require-
ments on imports of seeded and seedless
grapefruit as are applicable under Grape-
fruit Regulation 78 (§ 905.566); (¢) No-
tice hereof in excess of three days, the
minimum that is prescribed by section
8e, is given regarding this import regu-
lation; and (d) such notice is determin-
ed, under the circumstances, to be rea-
sonable,

§ 944.114 Grapefruit Regulation 18,

(a) During the period September 2¢,
1977, through November 13, 1977, the -
portation into the United States of any
grapefruit is prohibited unless such
grapefruit is inspected and meets the fol-
lowing requirements:

(1) Seeded grapefrult shall grade at
least U.S. No. 1 and be of a size not smal-
ler than 313}, inches in diameter, except
that a tolerance for seeded grapefruit
smaller than such minimum diameter
shall be permitted, which tolerance shull
be applied in accordance with the pro-
visions for the application of tolerances
specified in § 51.761 of the United Statcs
Standards for Grades of Florida Grape-
fruit; and

(2) Seedless grapefruit shall grade at
least Improved No. 2 and be of a size not
smaller than 3%, inches in diameter,
except that a tolerance for seediess
grapefruit smaller than such minimum
diameter shall be permitted, which tol-
erance shall be applied in accordance
with the provisions for the application of
tolerances specified in §51.761 of the
United States Standards for Grades of
Florida Grapefruit. (“Improved No. 2"
shall mean grapefrult grading at least
U.S. No. 2 and also meeting the require-
ments of the U.S. No. 1 grade as to shape
(form) and color.)

(b) The Federal or Federal-State In-
spection Service, Fruit and Vegetable
Division, Food Safety and Quality Serv-
ice, United States Department of Agri-
culture, is designated as the govern-
mental inspection services for certifying
the grade, size, quality, and maturity of
grapefruit that are imported into the
United States. Inspection by the Federal
or Federal-State Inspection Service with
evidence thereof in the form of an official
inspection certificate, issued by the serv-
ices, applicable to the particular ship-
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ment of grapefrult, is required on all im-
ports of grapefruit. The inspection and
certification services will be available
upon application in accordance with the
rules and regulations governing inspec-
tion certification of fresh fruits, veg-
etables, and other products (7 CFR Part
51) but, since inspectors are not located

1Lk L1
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{n the immediate vicinity of some of the
small ports of entry, such as those in
southern California, importers of grape-
fruit should make arrangements for in-
spection, through one of the following
offices, at least the specified number of
days prior to the time when the grape-
fruit will be imported:

e oy
Ports O notice
(days)
11 TeXas POInLS. .o vmesee Teo M. Denbo, 508 Bouth Nebraskn Ave., San Juan, Tex, 78508, pbone 1
- Lo B12-TRI~4001 6 Chintios Parrigon, 784 East Overiand, £l Paso, Tex. 7001,
¥ poin o Oraiio. room 25A, Hitnts Polnt Market, Bronx, N Y, 10474 1
N |- R . Onvallo, room 25A, 3 % v
A T 9150017468 And 210-001-7000: or Chatles DD, Renick, 176 Nisgara
Prontier Food Terminal, room 8, Buffalo, N, Y. 14206, phone 716-824-1585.
All Arizona points....... Charles K. Everstta, 225 Torraco Ave., Nogales, Ariz. 85621, phone 602-287- A
2002
All Florida points. ... Beanbe C. Tiner, 1350 Northwest 12th Ave,, room 530, Minmi, Fia. 33138, 1
\hone 6-324-8110; or Coci) B. Brantley, 550 3d 8t., NW., Winter Haven,
&lh 33850; phone $13-204-2089; or Bobby E, Stafford unit 48, 3335 North
Edgewood Ave., Jicksonville, Fla. 32206, phote S04-~364-5953
All California points._ ... 1. A. Trombatore, 784 South Central Ave., room 200, Los Angeles, Calif. 3
ml,'fhonn 2130582480, '
All Louisisna polnta. .. .. hﬂm‘;’mg uum,m?l Offico Bidg., 701 Loyois Ave., New Orleans, |
All othor polats. ... Michael A Custille, Froft and Vegetable Division, FEQS—USDA, Wash- 3
ington, D.C. 20250, phone 200-447-5870.

(c) Inspection certificates shall cover
only the quantity of grapefruit that is
being imported at a particular port of
entry by a particular importer.

(d) The inmspection performed, and
certificates issued, by the Federal or
Federal-State Inspection Service shall
be in accordance with the rules and reg-
ulations of the Department governing
the inspection and certification of fresh
fruits, vegetables, and other products (7
CFR Part 51). The cost of any Inspection
and certification shall be borne by the
applicant,

(e) Each inspection certificate issued
for grapefruit to be imported into the
United States shall set forth, among
other things:

(1) The date and place of inspection;

(2) The name of the shipper, or appli-
cant; .

(3) The commodity inspected;

(4) The quantity of the commodity
covered by the certificate;

(5) The principal identifying marks on
the container;

(8) The rallroad car initials and num-
ber, the truck and the traller license
number, the name of the vessel, or other
identification of the shipment; and

(7) The following statement if the
facts warrant: Meets US. import re-
quirements under section 8e of the Agri-
cultural Marketing Agreement Act of
1937, as amended.

(f) Notwithstanding any other provi-
sions of this regulation any importation
of grapefruit which, in the aggregate,
doss not exceed five standard boxes,
equivalent to 1% bushels each, or equiv-
alent quantity, may be imported without
trma{g to the restrictions specified

erein,

(g) It is determined that imports of
grapefruit, during the effective time of
this regulation, are In most direct com-
petition with grapefruit grown in the
State of Florida. The requirements of
this section are the same as those being

made effective for grapefruit grown in
Florida.

(h) No provisions of this section shall
supersede the restrictions or prohibitions
on grapefruit under the Plant Quaran-
tine Act of 1812,

(i) Nothing contained in this regula-
tion shall preclude any importer from
reconditioning, prior to importation, any
shipment of grapefruit for the purpose
of making it eligible for importation.

(§j) Terms used herein relating to
grade, except Improved No. 2 grade, and
diameter shall have the same meaning
as in the United States Standards for
Grades of Florida Grapefruit (7 CFR 51.-
750-51.784) ., Improved No. 2 shall mean
the same as in the marketing agreement
and Order No. 905, both as amended (7
CFR Part 905). Importation means re-
lease from custody of the United States
Customs Service.

(SBecs. 1-10, 48 Stat. 31, as amended; 7 US.C,
601-874.)

Dated, September 16, 1977, to become
effective September 26, 1977.
CHARLES R, BRADER,
Deputy Director, Fruit and Vege-
table Division, Agricultural
Marketing Service.
IFR Doc.77T-2T460 Filed 9-20-77.8:45 am)

Titie 17—Commodity and Securities
Exchanges

CHAPTER |I—SECURITIES AND
EXCHANGE COMMISSION

[Release No. 34~13062; File No. 87-678]
PART ERAL RULES AND REGU-

240—GEN
LATIONS, SECURITIES EXCHANGE ACT
OF 1934

Recordkeeping by Brokers and Dealers
AGENCY: Securities and Exchange
Commission.

ACTION: Rule amendment,

SUMMARY: The Commission today
amended its rules to require outside serv-
ice bureaus used by broker-dealers for
the preparation or maintenance of rec-
ords to file with the Commission an
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undertaking that broker-dealer records
that they prepare or maintain are subject
to examination by the Commission and
acknowledging that such records are the
property of the broker-dealer. The Com-
mission has found that, in sltuations
where a broker-dealer or its outside serv-
ice bureau is experiencing financial diffi-
culty, the records of the broker-dealer
have not always been available to the
broker-dealer or to the Commission. The
amendment is intended to assure that
m?il records are avaflable for exami-
nation.

EFFECTIVE DATE: January 1, 1978,

FOR FURTHER INFORMATION CON-
TACT:

Nelson S. Kibler, Assistant Director,
Division of Market Regulation, Se-
curities and Exchange Commission,
'g;gl)lmmn. D.C. 20549 (202-755-

SUPPLEMENTARY INFORMATION: In
February 1877, the Commission proposed
an amendment to §240.17a-4 to add a
new paragraph (1) which would require
the filing with the Commission of a writ-
ten agreement entered into between a
broker-dealer and its outside service bu-
reau, and a written undertaking by such
service bureau, specifying that the rec-
ords prepared or maintained for the
broker-dealer are the property of such
broker-dealer, that such records are sub-
Ject to examination by the Commission
or its designee, and that copies of such
records shall be promptly furnished upon
request to the Commission or its desig-
nee.

Comments received were carefully con-
sidered ip the formulation of the final
amendment,

Some commentors indicated a concern
that the proposed rule could expose
broker-dealers and service bureaus to
additional costs over which they would
have no control. Several of those com-
mentors suggested that the Commis-
sion's right of examination of the records
at the service bureau be conditioned on
the unavailability of the records at the
office of the broker-dealer or on prior
notice to the broker-dealer. Another
commentor suggested that the burden of
supplying the records should be placed
on the broker-dealer, who could “order”
them from the service bureau.

The Commission intends generally to
conduct examinations at service bureaus
only under circumstances where it has
been ascertained that the records of the
broker-dealer are not otherwise avail-
able. Accordingly, the Commission ex-
pects that, in most Instances, broker-
dealers will be on notice prior to an ex-
amination of thelr records at the service
bureau. Since it is not the Commission’s
policy to give advance notice of examina-~
tions to broker-dealers, however, the
Commission does not consider it appro-
priate to “order” records from the service
bureau through the broker-dealer.

1 Securities Exchange Act Release No, 13273
(February 18, 1077) 42 PR 10608 (Febru-
ary 23, 1977).
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Several commentors also stated that
the service bureau should be required
to provide the records to the broker-deal-
eér or the Commission only upon pay-
ment of its fees and charges. The Com-
mission notes that the proposed rule is
intended to assure the accessibility of
broker-dealer records in situastions
where, for example, a service bureau re-
fuses to surrender the records due to
nonpsyment of fees, In such situations
lack of nccess to the records of a broker-
degler would hinder the Commission and
the broker-dealer's designated examin-
ing authority in the performance of their
oversight responalibilities and could im-
pede the activities of a SIPC trustee or a
receiver appointed for the broker-deal-
erThe Commission recognizes the right
of service bureaus to be paid for their
services and expects broker-dealers to
honor their obligations. In order to as-
sure the protection of customers, how-
ever, the records of a broker-dealer must
be avallable at all times for examination
by the Commission or its designees. In
light of that regulatory intent, the Com-
mission believes that the suggested stipu-
lation of payment would be inappropri-
ate,

‘Several commentors suggested changes
with regard to the proposed filing re-
quirements. Suggestions made were that
the broker-dealer file the undertaking
for the service bureau, that the under-
taking be Included in the agreement as
one filing, that the designated examining
authority be a co-recipient of the filings,
and that no filings be required. In con-
sidering those suggestions, the Commis-
sion has determined to revise the pro-
posed rule to eliminate the requirement
of a separate agreement hetween the
broker-dealer and the service bureau and
to incorporate the substance of the
agreement in the written undertaking
of the service bureau. The undertaking
of the service bureau is expecied to be
made directly in favor of the Commis-
sion. Therefore, fillng with the Commis-
sion of that undertaking by the service
bureau is necessary.

A question of interpretation was raised
by several commenting service bureaus
who stated that they prepare but do
not “maintain” broker-dealer records.
One commentor opined that service bu-
reaus. that only prepare the records
snould not be reguired to file an under-
taking with the Commission. The Com-
mentors indicated that once the records
are prepared, hard copy is furnished to
the broker-dealer, the service bureau
relaining only the tapes or disks from
which the hard copy is produced. Be-
cause the records of a broker-dealer may
not always be avallable at his offices, the
Commission considers it appropriate that
an undertaking be filed by all service bu-
reaus that prepsare or maintain broker-
dealer records, whether in hard copy,
tape, disk, or other media. Such an un-
dertaking will serve to assure that the
records of the broker-dealer are available
to the Commission for examination un-
der all circumstances,

The BSecurities Investor Protection
Corp. «"SIPC") suggested that the serv-
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jce bureau undertaking provide that &
SIPC trustee appeinted for the broker-
dealer shall be permitted to examine,
and shall be furnished with coples of,
the records of the broker-dealer. The
Commission recognizes that a SIPC
trustee must have access to a broker-
dealer's records in order to ascertain
what is owed to customers. Circum-
stances may also dictate that other par-
ties, such as a court-appointed receiver
or a self-regulatory organization, exam-
ine a broker-dealer’s records. The Com-
mission considers it appropriate, how-
ever, that SIPC trustees and other inter-
ested parties be Commission designees
rather than named parties in the rule.
In that regard, the Commission notes
that the examining authority for a
broker-desler and a trustee appointed
for a broker-dealer pursuant to the Se-
ourities Investor Protection Act of 1970
shall be, with regard to such broker-
dealer, designees of the Commission for
purposes of § 240.17a-4(1).

STATUTORY Basis, CoMpeTITIVE CONSID-
ERATIONS AND ErvecTivE DaTE

Pursuant to the Securities and Ex-
change Act of 1934, particularly sections
17(a) and 23(a) thereof, the Commis-
sion amends § 240.17a-4 of Chapter II
of Title 17 of the Cope oF FepEral REG-
vraTIONS in the manner set forth below,
effective January 1, 1878. The Commis-
sion finds that no burden is imposed on
competition by the adoption of this
amendment,

TEXT OF THE AMENDMENT

Section 240.17a-4 is amended by add-
ing new paragraph (i) as follows:

§ 240.17a~4 Rccotdslobepmcrvodby
certain exchange members, brok
and dealers,
- . - » -

(1) If the records required to be main-
tained and preserved pursuant to the
provisions of §§ 240.17a-3 and 240.17a-4
are prepared or malintained by an out-
side service bureau, depository, bank
which does not operate pursuant to
§ 240.17a-3(b) (2), or other recordkeep-
ing service on behalf of the member,
broker or dealer required to maintain
and preserve such records, such outside
entity shall file with the Commission a
written undertaking in form acceptable
to the Commission, zigned by a duly
authorized person, to the effect that such
records are the property of the member,
broker or dealer required to maintain
and preserve such records and will be
surrendered promptly on request of the
member, broker or dealer and including
the following provision:

With respect % any books and records
maintained or preserved on behsalf of (BD],
the undersigned hereby undertakes to per-
mit examination of such books and records
at any time or from time to time during
business hours by representatives or desig-
nees of the Securities and Exchange Commis~
sion, and to promptly fumish to sald Com-
mission or its designee true, correct, com-
plete and current hard copy of any or all or
any part of such books and records.

Agreement with an outside entity shall
not relieve such member, broker or
dealer from the responsibility to prepare
and maintain records as specified in this
section or in § 240.17a~3.

(Sec. 14, Pub. L. 04-29, 80 Stat.
USC. 78q); Sec. 18, Pub, L, 94-29,
156 (16 U.S.0. 78w) )

By the Commission.
GEORGE A. FITZSIMMONS,
Secretary.

37 (18
Stat.

SerrEMBER 15, 1877,
[FR Doo,77~27478 Filed 9-20-77;8:46 am]

[Releass No. 34-13643; File No. S7-711]

PART 249-—FORMS, SECURITIES
EXCHANGE ACT OF 1934

Annual Assessment Form for SECO Brokers
and Dealers

AGENCY: Securities and Exchange
Commission.

ACTION: Adoption of form.

SBUMMARY: The Securities Exchange
Act of 1934 authorizes the Commission
to collect such reasonable fees and
charges as may be necessary to defray
the costs of additional regulatory duties
required to be performed with respect to
broker-deslers who are not members of
the National Association of Securities
Dealers, Inc. (“nonmember” or “SECO"”
broker-dealers) , This form sets forth the
annual schedule under which SBECO
broker-dealers are to be assessed for
fiscal year 1977,

EFFECTIVE DATE: October 21, 1877,

FOR FURTHER INFORMATION CON-
TACT:

Daniel Bateman, Division of Market
Regulation, Room 353, Securities and
Exchange Commission, 500 North
Capitol Street NW., Washington, D.C.
20549 (202-755-1345) .

SBUPPLEMENTARY INFORMATION:
The Securities and Exchange Commis-
slon announced today that it has
adopted Form SECO-4-77 which sets
forth the annual assessments payable to
the Commission for fiscal year 1977 by
registered broker-dealers who are not
members of the National Assoclation of
Securities Dealers, Inc. Form SECO-4-717
was proposed and published for public
comment on July 21, 1977 (Securities Ex-
change Act Release No. 13790, July 2!
1977, 42 FR 37882, July 26, 1877).

In adopting Form SECO-4-117, for this
year, the Commission has determined
to modify the annual SECO assessment
schedule by reducing the gross income
assessment from .375% to .2% for mu-
nicipal securities transactions and 257
for other OTC securities transactions
The annual base member assessment and
the annual personnel assessment ($250
and $5, respectively) will remain un-
changed. The distinction between the
levies on municipal and other OTC se-
curities income has been made because
the Commission is relieved of certain
rulemaking functions as to SECO firms
and associated persons by the Municl-
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pal Securities Rulemaking Board
(“MSRB”), The MSRB has established
fixed and variable fees to defray the
costs of its regulatory activities in the
municipal securities area which must be
pald to that Board by firms engaging
in that type of business.

Norice oF Due Date ror FiLmne Fors
SECO-4-17

SECO broker-dealers filing Form
SECO-4-T7T and annual assessments
should note that although the due date
printed on the Form is September 1,
1977, such broker-dealers are not re-
quired to file the Form or remit the as-
sessment payable until October 21, 1977.

STATUTORY BAsis FOR COMPETITIVE
CONSIDERATIONS

The modifications of 1977 assessments
for SECO broker-dealers are adopted
pursuant to the Securities Exchange Act
of 1934 and particularly sections 15(b)
(7), 15(b) (8), 17(a) and 23(a) thereof.
The Commission finds that any burden
imposed upon competition by the pro-

posed amendments is necessary and ap-
pmprmw in furtherance of the purposes
of the Act, particularly to implement the
COmm!ssion s continuing mandate under
gection 15(b) (8) to collect such reason-
sble fees and charges as may be neces-
sary to defray the costs of the specified
regulatory duties required to be per-
formed with respect to nonmember
broker-dealers.,

Accordingly, Part 249 of Title 17 of the
Code of Federal Regulations is amended
by adding § 249.504k as follows:

§249.504k Form SECO-4-77, assess-
ment and information form for reg-
istered brokers and dealers not mem-
bers of a registered national securi-
ties association.

This form shall be filed on or before
September 1, 1977, pursuant to § 240.15b-
8-2 of this chapter, accompanied by the
annual assessment fee required there-
under, for the fiscal year ended Septem-
ber 30, 1977, by every registered broker
and dealer not a member of a registered
national securities association.

Coples of the form have been filed with
the Office of the Federal Register, and
additional coples are available on re-
quest from the Commission.,

By the Commission.

GEORGE A, FITZSIMMONS,
Secretary.
SepTeMseER 9, 1977,
[PR Doc.T7-27480 Filed 9-20-77;8:45 am]

[Release No, 1C-9932]

PART 271-—INTERPRETATIVE RELEASES
RELATING TO THE INVESTMENT COM-
PANY ACT OF 1940 AND GENERAL
ﬁg% AND REGULATIONS THERE-

Division of Investment Management Inter-
pretative Position
Offerings by
Companies Below NetAsntValm

AGENCY: Securities and Exchange
Commission.

RULES AND REGULATIONS

ACTION: Statutory interpretation.

SUMMARY: The Commission has lssued
an interpretative position taken by its
Division of Investment Management
(“Division”) to provide guidance for di-
rectors of closed-end investment com-
panies contemplating rights offerings be-
low net asset value. Several such com-
panies have had discussions with the
stafl as to the applicability and meaning
of the Investment Company Act of 1940
(“Act'") as it relates to such offerings.
For the benefit of these companies, and
others similarly situated, the Division
sets forth certain considerations which
it deems important for directors in this
connection, and also sets forth an In-
terpretation of a statutory exception in
the Act allowing offerings at below net
mﬂm when made to existing share-

EFFECTIVE DATE: Immediately,

FOR FURTHER INFORMATION CON-
TACT:

Michael 8. Lichtenthal, Esq., Division
of Investment Management, Securities
and Exchange Commission, Washing-
ton, D.C. 20549, 202-755-7470.

SUPPLEMENTARY INFORMATION:
Subject to narrow exceptions, closed-end
investment companies are prohibited by
the Investment Company Act of 1840
from Increasing their asset base by sell-
ing shares at a price below net asset
value.' Frequently, many such companies’
sl;ln.res trade at prices below net asset
value,

Since prices at which public offerings
of such shares could be made must as a
practical matter be comparable to the
value set in the securities markets, such
companies may be precluded from in-
creasing their asset base an
equity offering except through such stat-
utorily provided exceptions as a vote
of shareholders or an order of the Com-
mission.

One of the exceptions to this restric-
tion, which has been the subject of at-
tention in recent months, permits sales
below net ssset value “in connection
with an offering to the holders of one or
more classes of its capital stock.”* Sev-
eral companies have had discussions with
the Division with respect to the applica-
tion of this exception as it relates to
“transferable rights"” offerings*® wherein

1A “closed-end company” s a manage-
mont company which nelther offers nor has

outstanding any redeemable securities, See
Seotion 5 of the Investment Company Act of
1540 (16 U.S.C, 80a-5].

* See Section 23(b) (1) of the Act [15 USO.
80a-23(b) (1) .

*A rights offering entitles existing share-
holders of a company to purchase additional
ghares of that company during a specified
period of time at a specified price. Typleally,
In such an offering, one right would be is-
sued for each share of stock held by share-
holders, and a given number of rights would
be required to subscribe for one share of
stock. An offering of thix nature might also
contaln an oversubscription privilege where-
by subscription shares not purchased pur-
suant to s basic subscription privilege
would be avallable for purchase subject to
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shares would be first offered to existing
shareholders, but any shares not pur-
chased by existing shareholders would
be sold by the underwriters to the gen-
eral public.

Since the exceptions in the 1840 Act
for offerings below net asset value involve
dilution of sharcholders’ assets, earnings,
and relative voting power, they are de-
signed for exceptional, and not routine,
circumstances. Therefore, the Division
believes that transfersble rights offer-
ings are not permitted under the excep-
tion mentioned above unless special cir-
cumstances can be shown, and it is ex-
pected that a very substantial majority
of the shares will be purchased by exist-
ing shareholders. Furthermore, these of-
ferings generally present difficuit
questions as to the fiduclary duties of
directors. To assist persons who must
deal with these issues, the Division, as a
part of its continuing program of review-
mg the regulation of investment compa-~

under the Act, is setting forth
herelneertalnofmvlewsulaungw
offerings to shareholders at below net
asset value,

Secrron 23(s8)

Section 23(b) of the Act (15 USC.
80a-23(b) ] prohibits the sale of shares
by & closed-end investment company at
less than net asset value with certain
exceptions. The legislative history of the
Act indicates that the prohibition of
section 23(b) Is intended to protect ex-
isting shareholders of closed-end com-
panies from having their interests di-
luted through sales of shares to the
public below net asset value, The excep~
tions to that prohibition were added by
Congress in recognition of the fact that
certain rare circumstances might war-
rant the sales of shares below net asset
value where the sale would be in the

interest of the company and not to the

allotment among holders of record exercis-

ing the oversubscription privilege, Purther-

more, & company could authorize additional

abares for Issuance which could be used to

fill oversubscriptions after the basic sub-
scription shares are utilized,

A transferable rights offering would be
strudtured so that shares not purchissed pur-
sunnt to the exercise of rights by existing
sharsholders could be sold to the general
public. In such offerings rights to subsacribe
would be evidenced by transferable warrants,
with each warrant svidencing the total num-
ber of rights to which a holder would be en-
titled. Such rights could be purchased or
sold through usual investment channels, In
many cases such offerings have been under-
written on a “fixed commitment” or “stand-
by" basis. Under such an arrangement un-
derwriters would be committed to purchase
all subscription shares not subscribed for
pursuant to the exercise of rights. During
and after the subscription period the under-
writers would offer shares of capital stock
acquired by them, including shares ao-
quired through thé purchase and exercise of
rights, to the public at prices determined
by the representatives of the underwriters.
The company would pay the underwriters
compensation for their commitment to pur-
chiase unsubscribed shares plus an addl-
tional sum for each unsubscribed share ac-
quired by the underwriters through the
exerclse of rights purchased by them.
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